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APPENDIX 2

PART 271—LOAN ASSISTANCE FOR
PLANNING LOW AND MODERATE
INCOME HOUSING

Subpert A—Generel
Bec

271.1 Statement of applicadle law.

2713 Delegation from Secretary to Assisi-
ant Secretary—Pedersl
Coinmissioner.

271.8 Definitions.
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271.20 Maximum amount of loan.

271.22 Maximum line item expenditures.

271.25 Waiver of repayment.

271.27 Maturity of loansr—contract provi-
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271.30 Interest on loans. .
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Grants :
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27185 Pling procesaing, &nd approving
grant applications.
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471.85 Use of TAP grant procesds.

271.70 Orant contracta—general require-
mants.

271.78 Period of performancs.

AvTRMORTTY: The provisions of this Pert
271 issued under section 106, 82 St 450;
1308.C.1701x.

Bouvnce: The provisions of this Part 371 ap-
pear st 87 FR 18704, Aug. 6, 1972, unless
otherwiss noted.

Subpart A—General

§271.1 Statement of applicable law.

() Section 106(a) of the Housing and
Urban Development Act of 1868, as
amended, authorizes the BSecretary of
Housing and Urban Developroent to pro-
vide or contract with public or private
organizations to provide information,
advice, and technical assistance to pub-
lic bodies or to nonprofit or cooperative
orgsnizations with rcspect to the con-
struction and rehabllitation of federally
assisted low and moderate {income
bousing.

(b) Section 106(b) of the Housing and
Urban Development Act of 1958 suthor-
izes the Becretary of Housing and Urtan
Development to make loans, under such
terms and conditions &s he may pre-
scribe, to nonprofit organizations for
neccssary expenses of planoing and
obtaining financing for the rehabilitation
or construction of housing for low and
moderate income families under any
federally assisted program.

§271.2 Delegation from Secerctary to
Assistant Secretary—Federal Housing
Commissinner.

The SBecrctary has delegated to the
Assistant Secretary—Federal Housing
Commissioner the authority to execute
the powers and functions, related to the
production of housing, vested in the Sec-
retary by section 106¢a) and the author-
ity tc execute the powers and functions
vested (n the Secretary by section 106(b)
of the Housing and Urban Development
Act of 1968. The delcgatinn includes th2
authority for the Comniissioncr to re-
delcgate such authority to employees of
the Department.

§ 271.5 Definitiona.
As used {n this part:

(a) “Act’ menns the Housing and Ur-
ban Development Act of 1968, as
amended, (12 USC 1701 t. et 523, and
section 106 refercnces are to section 106
of said Act (12U.SC. 1701 x),

[Revised at 41870, Aug. 23, 1976.]
(b) *HUD" mcans the Department of
Housing and Urban Development or, &

...~the context moy require, the Serretary
of HUD, or any other person authorized

to perform any of the functions required
of the Depariment of Housing and
Urban Devclopment by tie Act.

(¢) “Commissfouer” means the As-
sistant Secretarv—Federal Housing
Com:nissioner or his authorized repre-
sentative.

(d) "Fund’ means the Low and BMod-
erate Incomc Sponsor Fund.

(¢) “Nonprofit oiganizution™ means &
corporation or association organized for
purposes other than the making of profit
or gain for itself or any persons identified
therewith and which the Commissioner
finds s in no manner controlied or di-
rected by persons or fums aceking to
derive profit or gain from its operaticn.

(f) “Grantee” means any public or
ponprofit organization relected for grant
assistance under section 108(a) of the
Act because of s demonstrated abllity to
provide information and/or sdvice and
technicsal assistance concerning the con-
struction and operation of low and
moderate income housing.

(g) “TAP” means a technlcal sasist-
ance program under section 108(a) of
the Act.

(h) “Public organization” means &
Federal instrumentality, a State or ter-
ritory of the United States or political
subdivision or an instrumecntality thereof
or any unit of general local government
within a State or territory of the United
States.

(1) “Self-help and mutual self-help
programs” means any plan whereby &
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person or group of persons provides some
portion of the Initiative (including labor
in leu of cash investment—"sweat
equity” and other such concepts if ap-

plicable) in producing low and moderate
income housing for himself or itself.

(J) “TAP project” means a technical
assistance program grant proposal de-
veloped under aection 108(a) of the Act
and approved and funded by HUD.

(k) “Loan Contract and Trust Agree-
ment’ means a legally binding agreement
in a form approved by the Secretary gov-
erning the use of “seed money” which
must he executed by the applicant be-
fore loan proceeds can be disbursed.

(1) “Seed money” means the esti-
mated total funds, including both the
borrower’s cesh share and the Federal
loan proceeds. determined by the Secre-
tary to be necessary to cover the expense
of planning and obtalning financing for
an eligible project, which expense must
be Incurred prior to the first disburse-
ment of the construction loan for the
project.

(m) “Cancellation” means the dis-

“¢harge 6Y 4™"5¢e¥d tHioney™ loan obligatior.

by the Secretary provided the borrower
meets all the conditions for cancellation
as established by HUD.

{Added at 41 FR 41870, Aug. 23, 1976.]

Subpart B—"Seed Money" Loans and
Grants

§ 271.7 Scope of assistance.

The Secretary may make loans from
the Fund to encourage and facilitate the
construction or rehabilitation of housing
for low and moderate income familles
and individuals under section 202 of
the Housing Act of 1959, as amended (12
U.S.C. 1701 Q). The conditions of eligi-
bility for applicants and applications for
such loans and the terms and conditions
under which the proceeds of sucl loans
may be used are specified in this subpart.

[Revised 9-23.76, 41 F. R. 41870}

§ 271.13 Filinz, processing and spproe-
ing applicutions.

(a) Theapplication shall be filed,ona
form prescribed by the Secretary, with
the HUD area or insuring office having
jurisdiction over the area in which the
applicant proposes to construct or re-
habilitate a housing project for low or
moderate fncome families or individuals
to be financed under gection 202 of the
Housing Act of 1959. as amended (12
USC.1701 Q).

(b) The application shall be reviewed
and may be approved by the appropriate
Area or Insuring Office Director, acting
by and for the Secretary, provided there

is a determination that the financial as-
sistance aonlied for will carry cut the
purroses of this part, that the applicant
{5 eligible for surh assistance, and that
the avaflnbil'ty of funding for the loan
has tesn verified ty the Cen‘ral Offce.
[Revised at 41 FR 41870, Aug. 23, 1976.}

§ 271.13 Tligible horrowers.

To be elizitle for a loan, a borrower
must:

(a) Be an incorporated private non-
profit orzanization whose articles of in-
corporation are acceptable to the Secre-
tary; however. principals of s private
nonprofit corporation to be formed may
submit the initial application. The bor-
rower must te the pronosed mortgagor of
a project to te financed under section 202
of the Housing Act of 1959, as amended
(1208 C. 1701 qr.

(b) Have either available cash or evi-
dence of rrior eligible expenditures, or
both cash and eligitle expenditures, In
the amount of 20 percent of the esti-
mated allowable ‘seed money’ exrense,
Lonns or donntions to the borrower of
any rortion of these funds by sny indi.

e v - A@UR L, COTT Oration, partnersivip or other

party or entity seeking a profit or mone-
tary gain from the project sre prohibited.
This includes but is not limited to at-
torneys, architects, consultants; moertga-
gees, builders, developers, management
agents, engineers, survesyors, subcon-
tractors, material suppliers, sellers of
land., real estate brokers. and banks
whose officers have any identity of inter«
est with the applicant/mortgagor Howe-
ever, the sale of land for a price ape-
proved by HUD by a sponsor to the pro-
posed mortgagor shall be permitted.

{Revised at 41 FR 41870, Aug. 23, 1976.)

§ 271.17 Use of “sred money™.

(2) The borrower shall agree unter
the Loan Contract and Trus: Azreemnent
to use "seed mone=y” loan proceeds only
for thase reasonable and actual expenses
which must be incurred prior to the
initial disbursement of the construction
loan for planning the rehabilitation or
construction of the propzsed project and
in obtaining the financing for the pro-
posed project. Loan proceeds may be
expended only for those ftems specified
on the approved *“seed money” loan
application.

tb) Before "“seed money” loan proceeds
can be disbursed, the borrower's coptri-
bution for “seed money™ expense must
te fully spent or obligated for allowable
items of expense. Evidence of such ex-
penditures or obligations shall be in the
form of bills, processing fees due for the
next stage of processing or outstanding
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obligations under contracts ot options.
Oblizations must be due and payable
within three months of the date of the
application for disbursement of loan
proceeds {rom HUD.

(¢) The Area or Insuring Office Di-
reclor may approve requests for disburse-
ments and amounts which vary from the
individual line items shown on the ap-
proved Section 106(b) losn application,
provided the change In amounts dis-
bursed will not result in an increase in
the total loan amount, Approval shall be
in xTiting and shall constitute an amend-
ment to the approved loan application
and Loan Contract and Trust Agree-
ment.

td) Revised loan applications must be
filed for increases in the total loan
amount. In such cases, an additional bor-
rower's share of 20 percent of the esti-
mated increase in “seed money” needs
must be speat or obligsted as set forth
in § 271.17(1) before additional Federnl
funds can bs disbursed.

(e) Expenditures for the purchase of
or for contracting to purchase land shall
ot be considered an sligible ‘“seed
money” expenss unless the expenditure
has the written approval of the Field
Office Director. If the borrower owns or
acquires any legal or equitable interest
in the proposed project site, the “seed
money” loan must be secured by a ye-
corded mertgags describing the land
comprising the proposed project site. The
Area or lnsuring Oftce Director holding
the aforesa!d mortgage for the Secre-
tary has authority to release the same
and shall relesse the mortgage lien In
order to permit the {nitial disbursement
of the construction joan under the fol-
lowing clrcumstances:

(1) If the Director determines that the
“seed money” loan can be repald from
the proceeds of the construction loan.

(?) I¢ the “seed money" loan is repaid
from other sources.

(3) If that portion of the “seed money™
joan which was disbursed for the pay-
raent of the 1and, ¥ any. is repaid and
the Director recommends cancellation of
any remaining “seed money™ Joan.

() Loan proceeds shall not be co-min-
gled with any other funds, including the
applicant’s 20 percent share, and must be
placed in a separate account in & bank,
the deposits of which are Insured by the
Federal Deposit Insurance Corporation,
srd any intercst earned thereon must
be returned to HUD immediately after it

15 paid to the borrower.
[Revised at 41 FR 41870, Aug. 23,'1976.)

§ 271.20 Maximum anount of loan.

{a) T:e loan shall not exceed 80 per-
cent ©f the total and necessary costs

D LRI R S

which HUD estimated will be incurred in
pla: ing the project, for the legal and
organizational expense of thie borrower
and obtaining financing or funding under
an #'igible federally assisted program
(b, In po event shall there be more
than one “seed money” loan for & pro-
posed housing project and such “seed
money" loan shall not exceed $50,000.
[Revised at 41 FR 41871, Aug. 23, 1976.)

§ 271.22 Maximum line ltem expendi-

tures.

(a) The maximum amousnt of “seed
money” .expense that will bs approved
by the Secretary shall be determined by
the Ares or lnsuring Ofice Director on
the basis of estimated project costs
which normally occur prior to the dis-
bursement of the construction Joan. The
following percentages of estimated costs
for specific items are the maximum ap-
provable “‘seed money” expenses for thase
ftems:

Itam: Percent
Preliminary site sngipeering
(boundary and topograplhic sure

veys and 80l tests) cnccecne ceames 100

Architectural design fee...cceccuen 28

Permanent losn commitmeat fee

- {included in FNMA/ONMA fae).. 100

Bits OPLIODS..ccccccnvcccncomacace 100

Organization 6xpenses (reasonable
travel, teslephone, postage, -and
similar expenses of the proposed
MOrtEAgOr) eceecccevcans cewee== 378

Legsl fees..... 18
Supplemental mansgement fess.... 28
Consultant fees.. ..c.cccncccccace- 26
FRA applicstion and commitment

088 ..coeccccacccconmcovanccosan 100

tNot to exceed §750.

(b) The total maximuin approved
“seed money” expense may be increased
by up to 10 percent by the Ares or In-
suring Office Director as a contingency
for actual overruns in specified items of
approved “seed money" cost.

(¢) Additional items of approvable
“geed money” expense, such as other
financing fees, may be added to the total
on & case-by-case basls; however, re-
quests and approval of additional items
must be fully documented.

{Added at 41 FR 41871, Aug. 33, 1976.)

§271.25 Cancellation of repayment.

“The Secretary may cancel the repay-
ment of all or any portion of the “seed
money” loan provided:

(8) The borrower has not violated any
of the provisions of the Loan Contract
and Trust Agreement and has used “seed
money” funds in compliance therewith.

(b) E.ther monies suflicient to repay
the loan cannot be recovered from the
loan for the project or the project pro-
posed by the borrower has proved to be
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lt:(eulble as determined by the Secre-
Ty.

(¢) The amount of the d=bt which will
be cancelled or waived will be hased upon
the amount of approved “seed money”
expense that was not recovered and re-
pald from the proceeds of the construc-
tion or permanent loan or from the sale
of the borrower's assets as provided in
paragraph (d) of this section or from
any other source. In the event of part!al
recovery of approved “seed money’ ex-
penditures, the amount recovered must
be applied first to the repayment of any
outstancing “seed money” loan ob-
ligation.

(d) That in cases where the ‘“jeed
money” loan is secured by a lien on the
site or where a site or other assets were
purchased in part or totally with seed
money, and such site or assets are not
used by the borrower for a project eligi-
ble for Section 108(b) assistance, such
site or assets must be s0ld at fair mar-
ket value and Lhe net proceeds (sales
price less {indebidness and sales ex-
pense) used to repay the “seed money"

~-=20AR 10 the sxtent

(e} Borrowers shall be required to
certify that the “seed money” loan pro-
ceeds have not been used for costs other
than costs for proposed projects approved
for Section 106(b) assistance.

[Revised at 41 FR 41871, Aug. 28, 1976.)

§ 271.27 Muturity of loans—contract
provisions.

‘The contract for a loan shall provide
for repayment by the borrower within
24 months f{ollowing the first disburse-
ment of funds pursuant to the Loan
Contract and Trust Agreement or at
such earlier time as the borrower recov-
ers his expense from the proceeds of the
construction financing, or at such other
tiine as may be fixed by contract with
the Secretary. In the event the borrower
falls to comply with the provisions of
the Loan Contract and Trust Agreement,
the entire outstanding loan obligation
shall immediately become due and pay-
able. In the event the borrower is unable
to develop & project pursuant to the
terms of the Loan Contract and Trust
Agreement or any amendments thereto,
the time for repayment may be extended
under such terms and conditions as may
be prescribed by the Becretary.
[Revised st 41 FR 41871, Aug. 33, 1976.])

§ 271.30 Interest on lonus.

No Interest shall be charged to a bor-
rower for loans made under this subpart
provided the horrower complies with the
provisions ¢f this subpart and the Loan
Contract and Trust Agreement.

{Revised at 41 FR 41871, Aug. 23, 1976.)

Subpart C—"TAP" (Technical
Assistance Progrom} Grants

§ 271.50 Scope of assistance.

The Secrctar may provide grant
assistance to provide impetus for broader
use of the federally subsidized lox and
moderate income housing programs in
areas where the need is largely unmet
because of economics and & lack of local
capacity necessary to provide such hous-
ing. The grant assistance may be for
TAP proposals providing for technical
assistance to public bocUes, nonprofit or
cooperative organizativns to stimulate
the production of low and moderate in-

including, but not limited to, the more
rural areas of our country. TAP pro-
posals may include, as a major part of
their overall objective. stimulating the
creation and continued viabllity of self-
help or mutual self-help groups or pro-
grams capable of producing housing.
TAP proposals may also include as a
minor part of their overall objective the
assembly, correlation and dissemination
of information related to the production
of such housing. The conditions of eligi-
bility for applicants, application infor-
mation and conditions under which the
proceeds of such grant may be used are
specified in this subpart.

{Amended at 41 FR 41871, Aug. 23, 1976.]

§ 271.55 Filing, processing and approv-
ing grant applicstions.

(a) The application shall be filed, on
8 form prescribed by the Sccretary
together with a detalled plan for the pro-
posed use of grant proceeds, with the
HUD area or insuring ofce having jurls-
diction over the area in which the ap-
plicant proposes the TAP project,

(b) After review and approval by the

Secretary of a grant application,
each apm}oved grantee will submit s pro-
posed form of grant agreement which.
when executed by the Sccrctary .
will become the complete contract for

6/79
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the use of the grant proceeds. The form
of the grant agreement shall generslly
{ollow model forms for such agreements
which will be furnished the applicant by
the Secictary After final approval
of this contract, the proceeds of the
grant may be disbursed in & manncr pre-
scribed by the Secretary

(c) Speclal consideration shall be giv-
en to proposals which will stimulate the
production of low and moderate income
housing in areas whe;e the need for sub-
sidized bousing is largely unfulfilled.

[{Amended at 41 FR 41871, Aug. 23, 1976.1

§ 271.60 Eligible applicants.

(a) To be eligible for a TAP grant, the
applicant must be & nonprofit or public
organization.

(b) A TAP grant applicant must dem-
onstrate tbe capacity, background. expe-
rience and accounting and control sys-
termn deemed necessary by the Secre-
tary to carry out the proposed TAP
Project.

{Amended st 41 FR S1R71, Aug. 33, 1976.}

§ 271.65 Use of TAP grant proceeds.

A grant recipient shall agree, in a form
ratis{actory to the Secrctary | to use
the grant proceeds for cxpenses reason-
able and necess- ‘o effectuate the TAP
Project as aa .cd by the Sccre-
tary .. Any dcte.mination made by the
Commissioner regarding use of grant
funds shall be final. Funds will be ad-
vanced under the agreement and in con-
formity with HUD procedures and ru'es
governing grants.

(Amended st 41 FR 41871, Aug. 23, 1976.1

$271.70 Gramt coniracte—general re-
quirementa.

Grant contracts shal provide for
limitation of the TAP Project planped
1 a specific georraphic area so that more
immediate results can be obtained and
determined from the gran! program.
The contracts shall further fully and
specifically describe the technical assist-
ance services to be furnished. The con-
tracts shall coptain an sagreement to

" “provide such reports concerning the op-

eration of the program and the resulta
produced by TAP grants and such other
copditions and Umitations as may be
required by the Secrctarv

fAmeoded st 41 FR 41871, Aug. 23. 1976.}

§271.75 Period of performance.

The period of performance of grant
contracts will generally be mited to one
year although extensions for longer peri-
ods may be approved by the Commis-
sioner.

{Amended at 41 FR 41871, Aug. 23, 1976.]
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